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THE OPEN DOOR

A the offer of the Quarterly pulpit to me might well be used for a

POSTLUDE TO A RECENT SESSION WITH A CLIENT s u g g e s t s t h a t

few remarks on "Communication."
After several of us had completed our conference the client told
me "We are very interested in your views but I'm afraid our folks just
don't speak or understand your language."
Fortunately, comments of this sort have been infrequent but the
candor of the client suggested that I ought to do some soul searching
on the subject of communication.
Webster defines communication as "interchange of thoughts or
opinions by words, letters or messages."
To me the word interchange is extremely important in the definition
because there must be both transmission and reception to have communication. It is a two-way street. Implicitly, good communication
involves a knowledge of semantics or the science of word meanings.
All of us will agree that the nature of public accounting being what
it is, effective communication is perhaps the most important tool we
have to use. We take justifiable pride in our technical knowledge and
in our ability to create and develop techniques that will produce
growth and profits for our clients. In order to successfully impart
these to our clients, we must write and speak their language. Have you
ever stopped to think that some of the words we often use may be
meaningless to some people? The best idea in the world is utterly
useless if a failure in communication exists.
There is a tremendous growing demand in the world today for what
we have to offer. Opportunities for service to our clients are increasing.
Let us all strive daily to improve our communication with each other,
with our clients, and with the community at large. Constant improvement in communication will contribute immeasurably to the attainment
of our objectives.

was w®mm®w m
R in a manufacturing operation. This observation was made at the

EPORT REVIEW IS COMPARABLE TO THE QUALITY CONTROL PROCESS

report review meeting held on November 18 and 19 at Chicago's
Union League Club. Thirty-two participants representing every United
States office and Meredith Smith of the Montreal office attended the
meeting, which was the first of this nature held by the firm.
The primary purpose of the meeting was to discuss and prepare
a new report review manual which will replace one issued about ten
years ago.
Although preparation of the new manual was the immediate goal
of the meeting, part of the time was spent discussing the principles
of report review. There was also a beneficial exchange of ideas concerning the review techniques and practices of each office.
It may be that our various review processes are confusing to some
of the newer staff members. We have, among others, reviews by the
seniors, supervisors, managers and partners—plus tax review, report
review, cold review and task force review. I would like to cover
briefly the principles underlying report review as well as to preview
some of the more important points in the new manual.
2
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Report review is a basic policy of the firm established as a means
of providing an independent review and challenge of all documents
which carry a firm position. Report review is over and beyond the
regular audit review made by the seniors, supervisors, managers and
partners primarily responsible for an engagement. Independence is
the keystone of the report review function. Of course independence
is inherent in all aspects of our professional life, but independence in
this sense involves detachment from the engagement. People responsible for the report review of an engagement should not have any audit
responsibility for that client.
An important concept stressed at the meeting is that report review
is a process rather than a department. In the larger offices, for the
sake of orderly procedure, certain people will have the principal assignment of report reviewing most of the audit engagements of those
offices, but it is not uncommon for these people also to have the
responsibility of managing some engagements. For those audits, report
review will be performed by other personnel of the office.
Report review is directed primarily to the observance of generally
accepted accounting principles. It has been well said that report review
MARCH 1961
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is the last line of protection. If the report reviewer is satisfied that
basic auditing procedures have been followed and that there has been
proper disclosure in the financial statements—all with due regard for
the auditing and theory pronouncements of the AICPA and the firm
—then certainly the reports issued will meet the high standards of
our firm and our profession.

Report review is a process rather than a

department

Report review is responsible for uniformity of reports and for
adequate presentation. However, report review is intended to be much
more than editorial review. Perhaps the name "report review" has
misled some and given the impression that this process is confined to
review of presentation of the report. The new manual emphasizes, as
indeed did the old one, that report review is to be a review of the
substance of the audit.
Donald J. Bevis stated at the meeting that an immediate goal of
the firm is to establish the report review function in each office. This
goal is in line with our general philosophy of autonomous local offices.
At present some offices rely almost entirely on other offices to perform
their report review function.
In the smaller offices the volume of reports is not sufficiently large
to warrant the full-time services of even one person in report review
—yet this situation does not preclude the establishment of report review
in such offices. As previously noted, report review is a process rather
than a department.
The critical factor in the determination of local report review is
the availability of personnel at the appropriate staff level who are
independent of the engagement to be reviewed. There will continue
to be exceptions to the practice of local report review. For example,
a client might be so large in relation to the total practice of an office
that no one of supervisory or higher rank in the office would be
sufficiently detached from the engagement to effectively perform the
report review function.
Another example might be a specialized type of client, perhaps
a stock brokerage firm. The only personnel in the office familiar with
the special problems and audit techniques involved in brokerage accounting might be those actively participating in the audit. Size and
complexity are the major factors which might require report review
4
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by personnel of other offices. The functioning of report review, including its application to all engagements of an office, is the responsibility
of the partner in charge. He will designate those reports to be reviewed
by other offices.
There are very definite advantages to local report review. Readily
apparent advantages are reduced expenses and fewer problems of coordination. Transportation costs of either working papers or report review
personnel are by no means negligible. Furthermore, working papers may
be needed by the report reviewer in one office about the same time that
the papers are required in the originating office. Less apparent, but
of equal importance, local review should facilitate greater participation
by the report reviewer prior to the final drafting of the report.
Advance planning of report review is of great importance, but too
often has been neglected. There are several major report review tasks
which can and should be accomplished before the report is drafted.
Tl le audit program should be reviewed and challenged by report
review before the year-end field work is started. Since report review
is concerned with the substance of the audit, an adequate program of
examination is vital. The reviewer might wish to scan interim financial
statements of the client to determine that changes in the business have
been properly reflected by revisions of the audit program.
Report reviewers do not make the decisions on any accounting
problems on an engagement, or for that matter should not even assist
in making these decisions. They should, however, be kept informed
of such problems. Quite often important problems are resolved well
in advance of year-end. If possible, report reviewers should be consulted when important accounting and report presentation problems
with clients arise. This will prevent poor client relations or embarrassment to the firm which might result from a reversal of a position
on challenge by report review. We are not trying to conceal the report
review process from our clients. Quite the contrary, our clients should
be favorably impressed with the additional independent challenge to
which their statements are subjected. Report review is one answer to
the sometimes facetiously posed question, "Who audits the auditors?"
The new manual states that it is firm policy that "all reports on
audit engagements and all financial statements, whether audited or
unaudited, in connection with which the firm name appears . . . be
independently reviewed by report review." This also applies to "plain
paper" financial statements, formal letters to clients on accounting
policies, letters of recommendations and management services reports.
MARCH 1961
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You might ask, why must all reports — particularly so-called unaudited statements—undergo report review? Participants at the report
review meeting agreed that we have an obligation to our clients to
perform a professional job in connection with unaudited statements.
We should not permit poor or misleading presentation because we are
not rendering an opinion on the statements. We have a responsibility
to keep our eyes open.
This is not so much a matter of legal responsibility as it is a matter
of good business relations. Sometimes statements are submitted to us
merely for typing or reproduction. Usually these are prepared by
small clients who may not have top caliber accounting personnel.
Poor presentation generally results from lack of knowledge rather than
intention to mislead the reader of the statements. Yet even when our
association with clients' statements is no more than stenographic in
nature, our name is often associated with the statements to a greater
degree than we would like to believe; therefore the additional report
review time is justifiable. The extent of report review of unaudited
statements is necessarily more limited than that of an engagement
where an opinion is given. At a minimum, however, report review
examines the statements to see that there is nothing obviously wrong.
Personnel, timing, the method of resolving differences of opinion and

Don't forget self-review

...

Curtis C. Verschoor, our Director of Education, adds the following
reminder.
PERHAPS THE MOST IMPORTANT REVIEW procedure is selfreview. This is the pride of workmanship that makes each of us
take a cold look at the work we have done before we turn it
over to our superior.
It's easy to fall into the trap of thinking that someone above
us will find any slips or omissions in our work and point them
out to us. We should all reread our own memorandums after
we have written them to see that the thoughts they contain are
well-organized and properly expressed. And we should look
again at our working papers after they are completed to see
that there are no open points, unanswered questions, or unexplained tickmarks.

6
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the extent of report review are also covered in the manual. A report
review check list is included to serve as an indication of the various
items which might be considered in report review. There has been no
attempt, however, to establish the check list as either the maximum
or minimum itemization of points to be considered.

i

With more offices becoming fully autonomous for report review
purposes, members will be exposed to this function and a greater
number of people in the firm will be called on to serve in the report
review capacity. Report review is not a matter of special training: An
independent and challenging frame of mind is more important than
technique. Mr. Bevis expressed the opinion that, just as a good report
reviewer is a good auditor, a good auditor should be a good report
reviewer.
Neither the profession nor government regulation requires the firm
to maintain the report review process. Some public accounting firms
do not have a comparable function. We believe, however, that the
benefits of report review are unquestionable. Through this process we
maintain our high standards of reporting. Even more important is the
general improvement of the audit process which will result from the
increased attention of report review to the substance of the audit.

About the author . . .

E. MINNEAR graduated from
Ohio State University with a B.S. degree
in Business Administration and joined
our Dayton Office in 1953. In 1958 he
transferred to Atlanta. Mr. Minnear received his CPA certificate in 1955 with
an award for the highest proficiency in
Ohio and an Elijah Watt Sells award. He
is currently serving on the Auditing and
Accounting Theory Committee of the
Georgia Society of CPAs.
ROBERT
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Losses of one year may be tax

deductible

for another. Here is an article

explaining

the problems

in obtaining—

T
and graduated income tax rates to compute the tax liability
creates a hardship for taxpayers whose income is subject to wide flucHE PRACTICE OF USING ANNUAL PERIODS TO DETERMINE TAXABLE
INCOME

tuation. The problem is intensified for the taxpayer who has the misfortune to incur a business loss in a year in which the loss will be of
no tax benefit because of lack of other income to offset the loss. Congress has recognized this inequity and has provided partial relief by
providing for the offset of losses against profits of other years. The
relief is not, however, a direct offset. Congress has limited the offset
of loss against profit by requiring certain adjustments in determining
the amount Of loss of one year available to offset profit of another year.
Rules, adjustments, and modifications described in this article are
applicable to the current law. The only significant changes in the law
since 1954 were enacted in 1958 and 1960. The changes in 1958 pertain to the increase in the number of years subject to carryback, allocation of losses arising in fiscal years ending in 1958 and 1954, disallowance of net operating loss deductions to corporations electing to be
8

THE QUARTERLY

*

by Robert J. Mooney
Seattle

Office

taxed under the provisions of Subchapter S, a so-called clarification of
the interrelation of corporation charitable contribution carryovers and
net operating loss carryovers, and an amendment pertaining to life
insurance companies in corporate acquisitions. The change in 1960
pertains to real estate investment trusts.
The effect of changes in a corporation's structure or ownership upon
net operating loss deductions and the special provisions applicable to
insurance companies are not covered in this article.
GENERAL RULES
Eligibility
Almost all taxpayers are entitled to the deduction for net operating
loss. Excepted from this privilege are certain regulated investment companies, real estate investment trusts, corporations electing under Subchapter S, and certain life and mutual insurance companies other than
MARCH 1961
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marine companies. The net operating loss is not deductible in computing accumulated taxable income (in connection with unreasonable
accumulations), undistributed personal holding company income, or
undistributed foreign personal holding company income. Personal holding companies (both domestic and foreign), however, may carry over
the net operating loss of the preceding taxable year.

Period of offset
The maximum period involved in offset of net operating loss and
profit can be as long as nine years—the year of loss, three years preceding and five years succeeding the year of loss. Loss must be offset
against profit in succession, first being offset against the third preceding
year, then the second preceding year and so on until either the entire
loss is offset against profit, or the period allowable for carryover expires. The number of years preceding the year of loss subject to the
carryback of the loss was extended from two to three years in 1958
for any year beginning after December 31, 1957.
A short taxable period as, for example, one resulting from a change
in accounting period or from dissolution of a corporation, is the
"taxable year" for the purpose of determining carrybacks and carryovers. A net loss sustained during a short taxable period may not be
annualized for carryback or carryover purposes.
A taxable year for which an election is in effect for a "tax option
corporation" is counted as a taxable year to which the net operating
loss is carried back or forward. However, the taxable income for such
a year is treated as if it were zero for the purpose of computing the
balance of the loss available as a carryback or carryover to years not
covered by an election.

Definition

of terms

In order to understand the adjustments applicable to the various
periods involved in the use of a net operating loss carryback or carryover, it is necessary to define certain terms to identify amounts or
periods. A "net operating loss" is the excess of the deductions allowable under the income tax laws over the gross income, adjusted by
certain modifications which will be enumerated below. The "net operating loss carryback" is the loss which is available for offset against
the profit of a year preceding the year of loss. A "net operating loss
carryover" is the loss which is available for offset against the profit of
a year succeeding the year of loss. The "net operating loss deduction"
10
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is the aggregate of the net operating loss carrybacks and carryovers
available for a particular year. An "intervening year" is any year having a profit (after required adjustments or modifications) which is less
than the net operating loss deduction available for that year. A "year
of final deduction" is any year having a profit (after required adjustments or modifications) which is more than the net operating loss deduction available for that year. It is quite important to have in mind
the difference between an intervening year and a year of final deduction, since modifications to income of a year vary depending on the
nature of the year.

Computation

of net operating

loss

deduction

The goal in applying the various adjustments and modifications is,
of course, to arrive at the proper taxable income for a particular year
after the net operating loss deduction. There are three steps in ascertaining the taxable income after deducting the net operating loss deduction. The first step is the computation of the net operating loss
which becomes the carryback or carryover. The second step is the
computation of taxable income after net operating loss deduction has
been taken into account in the year of final deduction. If the available
net operating loss deduction is more than the taxable income of a year
as modified in the second step, the year is an intervening year and a
third step is required. The third step is the computation of taxable
income of an intervening year to determine the amount of net operating
loss deduction available to succeeding years. Since the adjustments in
carrying out these steps for corporate taxpayers differ from those for
noncorporate taxpayers, we will discuss each type taxpayer separately.
CORPORATE TAXPAYERS

Net operating

loss (step

one)

The code provides an inverse method of calculating the net operating loss. Instead of determining what can be included in the net operating loss, the entire amount of the excess of the allowable deductions
over includable income for a taxable year is first determined and this
amount is then reduced by those items which cannot be included in the
net operating loss. This leaves a figure which is the statutory net operating loss. The following items cannot be included in the net operating
loss in the case of corporation.
No net operating loss deduction is allowed. This requirement is, of
course, necessary to hold the maximum number of years available for
MARCH 1961
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a deduction of a loss carryover to the years allowed by law, i.e., three
years preceding and five years succeeding the year of loss.
The Western Hemisphere Trade Corporation deduction and the deduction for partially tax exempt interest are not allowed.
If the deduction for dividends received would result in a net operating loss, it is allowed without the limitation of 85% of taxable income.
This is of considerable importance to any loss corporation having substantial dividend income. In fact, a lower operating result may produce
an income tax advantage in certain circumstances for a loss corporation
with dividend income.
The following example illustrates the difference in results in a hypothetical situation comparing two corporations having equal dividend
income and a difference of only $2 in operating loss:
Dividends received from domestic
corporations
Other income
Total gross income

Corporate taxpayer
A
B
$100,000
$100,000
200,000
200,000
$300,000
$300,000

Allowable deductions
Taxable income before deduction
for dividends received
Deduction for dividends received

215,001

214,999

$ 84,999
85,000

$ 85,001
72,252

Net operating loss or taxable income

$

$ 12,749

(1)

Since corporate taxpayer "A" has a net operating loss, the limitation
on dividends received deduction is nullified and 85% of dividends is
allowed as a deduction even though this amount is more than 85% of
taxable income before the deduction for dividends received.

Net operating loss carryback
(steps two and three)

or

carryover

The net operating loss as determined above becomes, without
change, a net operating loss carryback to the third taxable year preceding the year of loss. If this is the only loss available for carryback or
carryover to the third preceding year, the loss carryback becomes the
net operating loss deduction for that year. If the net operating loss
deduction is less than the taxable income of the third preceding year,
the third preceding year is the year of final deduction and no adjust12
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ment to taxable income is required other than the net operating loss
deduction. The third preceding year would be considered an intervening year if the net operating loss deduction is more than the taxable
income of that year. To determine whether any part of the loss remains
to be used in years following the third preceding year, the taxable income of that year must be adjusted for any deduction for partially tax
exempt interest or the special deduction allowed for Western Hemisphere Trade Corporations. This adjustment, however, does not relate
to the determination of tax liability for the year in which a net operating loss deduction is claimed. It is solely for the purposes of determining the amount of net operating loss deduction which is available for
the succeeding year.

Charitable

contribution

deductions

The code sections applicable to charitable contribution deductions
specify that no adjustment should be made to the maximum allowable
charitable contribution because of any reduction in taxable income by
a net operating loss deduction arising in a year succeeding the year of
contribution. The law is specific in reference to contributions in years
involved in net operating loss carrybacks as compared to years involved in net operating loss carryovers. This applies to both corporate
and noncorporate taxpayers. The theory in allowing the contribution
deduction without reduction for loss carrybacks seems to be that the
taxpayer should not lose the benefit of the deduction for charitable
contributions if the contributions were made in a year prior to the loss
year. The taxpayer had no way of knowing that future events would
reduce its taxable income in the year the contributions were made. The
taxpayer, therefore, is not penalized for events happening in a year
subsequent to the year of contribution.

NONCORPORATE TAXPAYERS

Nature of loss
Losses must be from a "trade or business" to qualify as a net operating loss deduction. The nature of income is also the controlling feature
in certain adjustments required to determine the amount of profit offset
by a net operating loss carryover or carryback.
Just what activity constitutes a "trade or business" has never been
completely clear nor necessarily consistent. There are, however, some
general areas that are reasonably well defined which can be used as
MARCH 1961
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guides to determine whether or not the income or loss is from a "trade
or business" for net operating loss purposes.
Some normal consideration in this respect are: the continuity of the
business; the amount of time and energy devoted to the activity by the
taxpayer; and whether the taxpayer is engaged in earning a livelihood,
in investment activities, or in the pursuit of pleasure or an avocation.
Any one taxpayer can be engaged in more than one "trade or business"
at the same time.
Income may be considered as arising from a taxpayer's trade or
business even though the business was not carried on in the current
year, so long as it is derived from a business which the taxpayer had
carried on in another year.
Generally, for net operating loss purposes, the renting of improved
real estate constitutes carrying on a trade or business, regardless of
whether the taxpayer engages in any other trade or business at the
same time.
Casualty and theft losses are specifically treated as business losses
for net operating loss purposes.
Losses from the sale of depreciable assets or real estate used in a
trade or business can produce a net operating loss.
Salaries or wages constitute income derived from a trade or business
for net operating loss purposes. In one instance, the repayment of compensation received in a previous year has been treated as a net operating loss by the courts.
The Supreme Court has ruled that since a corporation and its stockholders are separate entities, losses by an investor due to the failure
of a corporation in which he owns stock is not a statutory net operating
loss, even though he was a majority stockholder and managed the corporation's affairs. Losses of a stockholder in a corporation would be
a nonbusiness capital loss even if the business of the corporation were
related to the individual's own business. However, changes in the law
made in 1958 established special opportunities for investment in stocks
under which losses, if any, would not be treated as capital losses, but
rather as ordinary losses incurred in a trade or business of the taxpayer. These special provisions have been the subject of numerous
articles. For example, see Journal of Accountancy, January, 1959.
An individual, by reason of being a partner in a business, is considered to be engaged in a trade or business of his own. Similarly, the net
14
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operating loss, which is allocated to the stockholders of a "tax option"
corporation operating under the provisions of Subchapter S, is treated
as a net operating loss of the individual stockholders. "Tax option"
corporation losses cannot, however, be carried back by stockholders
to years prior to 1958.
An individual can also receive the benefit of a net operating loss if
he is the beneficiary of an estate or trust which terminates with unused
net operating loss carryovers. In such case, the year of termination of
the estate or trust and the year of the individual in which the last day
of the trust or estate year falls are each considered to be taxable periods
in determining the number of periods available for carryover of unused
net operating loss deductions.
The net operating loss deduction is applied against income generally. That is, it is not restricted to application against business income.
If it more than offsets business income, or if there is no business income,
the net operating loss deduction is automatically applied against nonbusiness income or capital gain.

Net operating

loss (step

one)

The concept of statutory determination of net operating loss applicable to noncorporate taxpayers is the same as the concept applicable
to corporate taxpayers. That is, excess of the allowable deductions over
includible income for the taxpayer is first determined, and this amount
is then reduced by those items which cannot be included in the net
operating loss.
No net operating loss deduction is allowed in computing the net
operating loss for a taxable year. As in the case of corporations, this
requirement is necessary to limit the number of years available for use
of net operating loss carryovers.
No deduction for personal exemptions is allowable. Deductions in
lieu of personal exemptions for estates and trusts are also disallowed.
No long-term capital gain deduction is allowable and the nonbusiness capital losses may not exceed the nonbusiness capital gains.
Ordinary nonbusiness deductions may not exceed the ordinary nonbusiness gross income plus the excess of the nonbusiness capital gains
over the nonbusiness capital losses. If a capital loss includes a carryover from a prior year, the business and nonbusiness capital losses
included in the carryover must be segregated.
An example of business capital loss is loss incurred on securities
MARCH 1961
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held in an investment account by a dealer in securities. However,
securities held by a dealer for sale to customers are not capital assets.
Accordingly, a gain or loss on the sale of these securities would result
in ordinary income or loss. Capital gain or loss incurred by an investor
in securities is nonbusiness capital gain or loss.
A gain or loss from the sale of real estate or depreciable property
used in business is a business gain or loss. A net gain from these sales
is afforded capital gain treatment under section 1231, and is a business
capital gain. A net loss from these sales is afforded ordinary loss treatment and would not be offset against capital gains.

Net operating

loss carryback

or

carryover

As in the case of corporate taxpayers, a net operating loss of a noncorporate taxpayer becomes, without change, a net operating loss carryback to the third preceding year. Certain modifications to income are
required to determine either the taxable income after net operating loss
deduction (year of final deduction), or the income (of intervening
year) that offsets the net operating loss in determining the loss available, if any, for succeeding years. As stated above, the modifications
vary somewhat for year of final deduction and for intervening years.

Year of final deduction

(step

two)

The only adjustments required in a year of final deduction are modification of items based on a percentage of adjusted gross income or
taxable income. The modifications in this instance are made after deducting all net operating loss carrybacks and carryovers available for
the year. These modifications are for the purpose of determining tax
liability.

Intervening

Year (step

three)

In an intervening year, any long-term capital gain deduction and
any excess of nonbusiness capital loss over nonbusiness capital gain
must be added back to income. Also, the income is computed without
the deduction for personal exemptions or the deduction allowed estates
and trusts in lieu of personal exemptions.
Items based on a percentage of adjusted gross or taxable income
must also be recomputed in an intervening year. As in the case of
corporations, a net operating loss carryback does not reduce the allow16
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able charitable contribution. Actually, the allowable charitable contribution might be increased. This could be the circumstance if a longterm capital gain deduction or a deduction for a capital loss had been
taken in the year of the contribution and a net operating loss deduction
is available in excess of the taxable income for the year of contribution.
As pointed out above, the long-term capital gain deduction or the
deduction for excess of capital loss over capital gain would have to be
added to taxable income in an intervening year to determine the amount
of income to offset the net operating loss deduction. The allowable
charitable contribution is computed on the increased adjusted gross
income after adding back the long-term capital gain deduction or after
adding back any deduction for capital loss in excess of capital gain,
but before deducting the net operating loss deduction. This sequence
of modification increases the maximum allowable charitable contribution deduction. Assume, for purposes of illustration, that the only itemized deduction is a charitable contribution of $4,000.

Before
Modification

After
Modification

$ 9,000
2,000
$11,000
1,000
$10,000

$ 9,000
2,000
$11,000
$11,000

3,000

3,300

$ 7,000

$ 7,700

Gross income
Salary
Capital gain
Capital gain deduction
Adjusted gross income
Maximum charitable contribution
deduction
Net operating loss deduction
Net operating loss for succeeding
years

8,000
$

300

The net operating loss deduction for an intervening year includes
only carrybacks or carryovers arising in years prior to the year in
which the loss arose. For example, in determining the amount of a 1959
loss which after carryback to 1956 and 1957 would be available for
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1958, the modifications to taxable income of 1957 would not take into
account a loss for 1960. Therefore, any modifications to items based
on adjusted gross income or taxable income are computed in an intervening year using a net operating loss deduction that is the total of net
operating loss carryovers and carrybacks arising in years preceding the
year producing the loss which will be offset by the remaining income
from the year for which the modifications are being made.
This difference can be illustrated best by use of examples.
Example 1—Assume the following operating results for a taxpayer:
1952
1953

$ (9,000)
(6,000)

1955
1956

(18,000)
(10,000)

For purposes of determining the tax liability for 1954 the taxpayer
would have a net operating loss deduction equal to the total of all the
carryovers and carrybacks available in the year 1954, or $43,000.
However, if 1954 were an intervening year, in computing the income
for 1954 which would be subtracted from the net operating loss for
1955 (for purposes of determining the portion of the 1955 loss which
may be carried over to subsequent years) the net operating loss deduction for 1954 would be $15,000. That is, the net operating loss
deduction for purposes of computing the modifications in an intervening year would be the total of the losses arising in the years prior to
the loss year (in this instance, 1955).
Example 2 — Assume an individual incurs a net operating loss of
$8,000 in 1960 and $7,000 in 1961. Information from the individual's
1957 and 1958 returns is as follows:
1957
1958
Adjusted gross income (all from salary)

$7,000

$9,000

Itemized deductions (medical only, for
purposes of illustration)
Hospital bill
Less 3 % of adjusted gross income

$1,210
210

1,000

Standard deduction (itemized total $675)

18

900

Less personal exemption

$6,000
600

$8,100
600

Taxable income

$5,400

$7,500
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*
The 1957 income offset against 1960 loss is $6,000. The year 1957
is an intervening year, so the only net operating loss deduction is the
loss of years preceding 1960. Therefore, no modification of 1957 items
based on a percentage of adjusted gross income is required. The personal exemption for 1957 is not allowable.
The 1958 income offset against 1960 and 1961 loss is $6,300, computed as follows:
Adjusted gross income as filed

$9,000

Less net operating loss deduction from 1960
Amount of loss
$8,000
Less 1957 modified income
Revised adjusted gross income

6,000

2,000
$7,000

Less standard deduction
Income to offset 1961 net operating loss

700
$6,300

The computation of standard deduction for 1958, an intervening
year, is made after deducting the remaining net operating loss from
1960, because the 1960 loss is a loss arising in a year prior to the year
producing the loss which offsets the remaining 1958 income.
The following examples will illustrate the adjustments to income for
both years of final deduction and intervening years:
Example 1—An individual's gross income for 1957 was $8,000 including 50% of a $2,000 long-term capital gain. He filed a return showing an $800 standard deduction. In 1960, he had a $2,000 net operating loss. Computations are as follows for 1957:
Gross income per return

$8,000

Net operating loss deduction

2,000

Adjusted gross income

$6,000

Standard deduction (10% of
adjusted gross income after
net operating loss deduction)
Taxable income before
exemptions

600
$5,400

In this instance, since the total net operating loss deduction available
is less than the taxable income for 1957, the year is a year of final deduction and the standard deduction is computed after deducting all net
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operating loss deductions available for the year. Also, the long-term
capital gain deduction is allowable since the year 1957 is not an intervening year in this example.
Example 2—Individual net operating loss of $10,000 for 1960. Following items for 1957 and 1958 before net operating loss deduction:
Sales (business income)
Business deductions
Short-term loss

1957

1958

$20,000

$23,000

14,000

16,000
(500)

Long-term gain

2,000

Standard deduction

600

Nonbusiness deductions

400

775
700

All 1957 tax is refundable. In determining the net operating loss
deduction for 1958, the amount of 1957 income which is offset against
the 1960 net operating loss carryback is the business net income less
the standard deduction, or $5,400. No personal exemption is allowed
for computing the income since the year 1957 is an intervening year
in this example. The standard deduction is not recomputed for 1957,
since, for purposes of modification of items related to a percentage of
adjusted gross income in an intervening year, only net operating losses
for years prior to the loss year are deducted. In this example, the year
1960 is the "loss year" since that is the year producing the loss which
is offset against 1958 income.

Robert J. Mooney
Born in Omaha, Nebraska, Robert J.
Mooney has a B.S. degree from the University of Nebraska. He joined TRB&S in
1955 and is now a supervisor in Seattle's tax
department. Mr. Mooney has been active
in the CPA Toastmasters' Club.
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The taxable income for 1958 is computed as follows:
Gross income (including
capital gains and losses)
$24,500
Business deductions
Capital gain deduction
Net income computed without
reference to net operating
loss deduction
Net operating loss deduction
Adjusted gross income
Itemized deductions
Taxable income before personal
exemptions
Personal exemption
Taxable income

$16,000
750

16,750

$ 7,750
4,600
$ 3,150
700
$ 2,450
600
$ 1,850

The capital gain deduction and personal exemption are allowed in
1958 since the adjustments to income in 1958 are for purposes of computing taxable income of a year of final deduction rather than for determining the loss available for a succeeding year. The net operating
loss deduction is the 1960 loss of $10,000 less the 1957 income of
$5,400, or $4,600. If the itemized deductions contain any items that
relate to a percentage of adjusted gross income, the items should be
recomputed based on the adjusted gross income after net operating loss
deduction. The net operating loss deduction for 1958 includes all available carrybacks or carryovers because the deduction is for purposes of
determining taxable income of a year of final deduction rather than
for determining the loss available for a succeeding year. If a standard
deduction were used in 1958, the amount would also need to be recomputed.
If a net operating loss in excess of $1,850 is incurred in 1961, the
year 1958 in this example becomes an intervening year and the capital
gain deduction and personal exemption would not be allowable in
determining carryovers available for future years. The net operating
loss deduction for determining adjusted gross income for modification
of items related to a percentage of adjusted gross income would remain
$4,600 since that amount is the only remaining loss arising in a year
prior to 1961.
Since a standard deduction can be reduced by a net operating loss
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deduction from a loss arising in a subsequent year, it is advisable to
retain information concerning an individual's itemized deductions for
a year even though the standard deduction is used on the return when
originally filed.
* * *
Even though relief is provided for taxpayers having net operating
losses, these taxpayers are still at a disadvantage taxwise when compared to taxpayers having reasonably level income from year to year.
The disadvantage results from the effect of graduated income tax rates
and the attempt by Congress to allow an offset for "economic" losses
only.

Tax People Hold Regional Meetings
by Eli Gerver
Executive Office

T
tax practice, led by Wallace M. Jensen, Executive Partner—Tax,
and a discussion by Joseph R. Levee, Director of the firm's InternaRAVEL AND ENTERTAINMENT EXPENSES, a d i s c u s s i o n of ethics in

tional Tax Division, were featured at regional meetings for all the
firm's tax staff.
To insure diversified experience in each group, some tax people
from different regions attended the various three-day meetings held
in New York, Detroit, Minneapolis and San Francisco last fall.
A substantial part of the program for each meeting was left to the
discretion of the chairmen—William K. Carson, New York; Kenneth
S. Reames, Detroit; James F. Pitt, Minneapolis; Leroy E. Schadlich
and Durwood L. Alkire, San Francisco. Besides the topics mentioned
above, each meeting included a discussion of problems encountered in
Revenue Agents' Examinations, and an explanation of the Tax Research Department by Eli Gerver, Director of Research—Tax. For one
afternoon of each meeting the participants were divided into two
groups: one discussed technical tax problems and research techniques
while the other considered problems in office administration and staff
training.
Although the meetings had extensive and detailed schedules requiring hard work from all the participants, tax people welcomed the
opportunity to exchange ideas and discuss problems of common
concern.
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The Public AccountantWhat Will He Be Like in 1980?
Educators Talk It Over
by H. Justin Davidson
Pittsburgh Office
problem of increasing
T
concern to the accounting profession—brought approximately 20
of this country's leading accountants and accounting educators to the
HE FUTURE OF ACCOUNTING EDUCATION—a

Carnegie Institute of Technology for a two-day conference December
15 and 16. Moderated by Robert M. Trueblood of our Pittsburgh
Office, who is currently Visiting Ford Research Professor at Carnegie
Tech, the conference was one of the first to bring together leading
accounting educators and practitioners in face-to-face discussion of
educational problems. The conference was made possible by the financial support of Touche, Ross, Bailey & Smart through the TROBAS
Foundation.
Practicing CPAs attending the conference included John L. Carey,
Executive Director—American Institute of CPAs; Herman Bevis, Executive Partner—Price Waterhouse & Co. and Vice-President of the
American Institute of CPAs; Harry C. Zug, Partner—Lybrand, Ross
Bros. & Montgomery and Past President of the Pennsylvania Institute
of CPAs; Elmer G. Beamer, Partner—Haskins & Sells; and Edward S.
Lynn, Director of the Education Division—American Institute of CPAs.
Accounting educators at the conference included Herbert E. Miller,
University of Michigan; Sidney Davidson, University of Chicago;
Norton M. Bedford, University of Illinois; William M. Frasure, University of Pittsburgh, and Paul E. Fertig, Ohio State University. Participants from Carnegie Institute of Technology included George L.
Bach, Dean of the Graduate School of Industrial Administration, and
Professors W. W. Cooper and Richard M. Cyert.
Starting with a forecast of management practices in the 1980s, the
participants discussed what impact the current trend toward the use of
more analytical techniques in management problem solving will have
on the three phases of accounting practice—audit, taxes, and management services. Prospective developments in these phases of accounting
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practice were related, in terms of objectives, to a program of education
for CPAs. Action required to make such a program a reality in the
business schools of the country was also discussed.
No formal recommendations or conclusions were adopted at the
conference. Some of the discussion highlights of the conference are
summarized briefly in the following paragraphs.

On Future

Accounting

Practice

It was the general opinion that the audit or attest function of the
CPA would continue to grow in absolute, but not relative, terms. Tax
practice was viewed as decreasing in importance. It was predicted that
management service practice would continue to grow, both absolutely
and relatively.

On Management

Sciences

A general view was that, within the next twenty years, developments
in the management sciences will affect the audit function. Current research into control mechanisms, for example, is affording new insights
into the nature of internal control. The concept of the information
system of a company is being expanded to include all elements of
quantitative information, and not only information of a traditionally
financial nature. An understanding of these developments may well be
necessary to perform an audit in twenty years. An often-posed question, whether or not CPAs must eventually acquire competence in
management sciences in order to perform management services, is misleading. CPAs must eventually acquire such competence just to perform the audit function.

On Education

Objectives

There was considerable agreement (and some disagreement) on the
following kinds of education objectives for the training of future CPAs:
1. Early training of the CPA should prepare him to learn to be a
CPA, not to be a CPA.
2. The CPA should acquire a broad understanding of the basic
social, economic, and business environment within which he will
operate.
3. CPA training should be directed toward developing broad problem-solving and analytical ability, as opposed to developing specialized competence in a limited area.
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4. Basic principles, rather than descriptive matter, should be emphasized in each body of knowledge taught.
5. The CPA should acquire the basic principles necessary to permit
further development in the management services.
6. The CPA must master a hard core of accounting, tax and auditing principles.
Educators at the conference noted an increasing trend for better
business schools to drop the tradeschool approach to education and to
adopt educational objectives similar to those described above. The publication of both the Gordon-Howell report 1 and the Pierson report 2
on business education has accelerated this trend, which is likely to continue whether or not the professions approve.
A summary of the accounting education conference at Carnegie
Tech is being prepared for public distribution.

Management and Corporations — 1985. Edited by Melvin Anshen and
G. L. Bach, McGraw-Hill Book Company, Inc., New York, 1960,
253 pp. The central theme of this provocative book is the "necessity
for management and corporations to adapt to major changes in their
internal and external environments in the next twenty-five years —
and their probable ability to do so effectively."
Possibly the most interesting single paper, from the standpoint
of accountants, is Herbert A. Simon's treatment of the question of
whether corporations will be managed by machines in 1985. Although
Mr. Simon may go too far in predicting that machines will take over
much of the thinking process in the administrative function, his argument is convincing and refreshing — especially to those who feel that
management generally tends to depreciate the extent of change to be
generated by the impact of the machine.
David Lilienthal and Barbara Ward, in papers on multi-national
corporations and the underdeveloped economies, make a convincing
argument for the necessity for business managers and practicing professionals to extend their interests and understandings well beyond the
limits of this country and the American community. Many practitioners
have already felt this trend, but these two papers leave little doubt
about the extent of the change Americans will experience from worldwide involvement in economic affairs.
— Reviewed by Robert M. Trueblood
X

R. A. Gordon and J. E. Howell, Higher Education for Business, New York:
Columbia University Press, 1959.
-F. C. Pierson, The Education of American Businessmen: A Study of UniversityCollege Programs in Business Administration, New York: McGraw-Hill Book
Co., 1959.
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Something new in defalcations —

The company owes
came to light during a recent audit
A of a finance company. It was discovered
through the perseverance
MOST UNUSUAL IRREGULARITY

of Kurt Pauly of our New York Office, the staff man assigned to
make the test of payroll transactions. These tests are conducted at the
home office of the company, a thousand miles from the branch where
the irregularity occurred.
The company involved has a central payroll operation based on
signed attendance and other reports from the branches. Because of
the high degree of internal control, our semi-annual payroll tests are
limited to one pay period and are made in 5 % of the total branches
and departments.
In checking the attendance sheet, Kurt Pauly found the signature
of a person at one branch whose name did not appear on the payroll
register. (This test is not made by the company—the attendance sheets
are only checked for overtime work.) On inquiring, Mr. Pauly was
informed that the person was undoubtedly a temporary employee
and therefore would be paid out of petty cash by the branch manager.
To check this explanation, Mr. Pauly examined the petty cash
vouchers, but these failed to disclose such payment. He then extended
his examination to attendance sheets and payroll registers of the
particular branch for several months prior and subsequent to the test
period. The same situation was found in all instances. Dissatisfied
with his findings, Mr. Pauly discussed the matter with the senior, Jack
26

THE QUARTERLY

—^
Kurt L. Pauly is a
graduate of the University of Pennsylvania and
joined our firm in 1958. He was previously employed as a junior accountant by Socony-Mobil Oil
Research and Development Laboratories.
BORN IN AACHEN, GERMANY

he crook money!
Gordon, and they decided to turn the matter over to the client's
division office for further investigation.
This investigation ultimately disclosed that the employee had been
hired temporarily at first, then changed to a permanent basis. The
manager, however, had declined to change the employee's status
because, as he explained at the time, the employee might soon resign
for personal reasons. This, however, did not occur and the employee
stayed on at the branch.
Further investigation disclosed that the manager had actually been
paying the employee out of his personal funds. After his bank account
was exhausted he began to divert company cash receipts, using a
lapping procedure to cover his misappropriations. The manager was
discharged immediately but the employee remained with the company
for several weeks after the discovery of the irregularity.
Now for the surprise ending: A complete check of the branch by
the division office disclosed that on balance the company owed the
discharged manager about $700 — the excess of his payments for work
done for the company's benefit over the cash receipts he had diverted.
No attempt was made by the company to ascertain the manager's
motives.
Nevertheless, had this irregularity not been discovered, the manager
would undoubtedly have continued lapping receipts and eventually
a substantial shortage would have resulted.
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WHAT'S NEW?
Presenting a quarterly roundup of
current developments in the firm.
First Associated Firms in Africa — The following firms have joined
TROBAS:
Federation of Rhodesia and Nyasaland
Derry, Ellman-Brown & Fraser. Principal office in Salisbury,
also has a small office in N'Dola. The partners are the Hon.
G. Ellman-Brown, Hugh Fraser, J. W. Morley, J. J. Smit, J.
Teunan, C. J. Voss, and K. T. Wood.
Union of South Africa
Goldby, Panchaud & Webber. Offices in Johannesburg and
Port Elizabeth. Partners are B. C. Harrison, J. C. Macintosh,
R. G. Macintosh, A. M. Roshalt, T. B. Toms, H. C. Twycross.
C. B. Blaker is the partner in charge of the Port Elizabeth Office.
Compton and Home, located in Durban. The partners here are
C. M. M. Clutterbuck, R. G. Falconer, J. A. Fyffe, N. G. Harris,
C. I. Mun-Gavin, J. A. Porteus, G. McL. Ross, C. H. Souchon
and J. A. Stewart.
Douglas, Mackelvie, Galbraith & Co., Cape Town. W. E.
Cletwin, V. H. Cooke, W. Dawson and C. L. Steyn are partners
here.
The firms have agreed that the office in Johannesburg should serve
as a central point of contact for the International Group.

Argentina — Effective January 1, 1961 the Associated Firm in Argentina changed its name to Lopez, Gonzalez y Raimondi.

Why Management Sciences and Management Services were combined
— Management Sciences was started primarily as a research activity
with a small staff. It has broadened out into a good deal of client
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contact and service, and the staff has grown substantially, part being
stationed in several offices other than the Executive Office, New York.
Some overlapping with Management Services has been apparent in a
few offices and, in any event, it has become increasingly difficult to
distinguish between Management Services and Sciences.
Effective January 1, 1961 the two activities were merged in the
following manner. The organizational use of the term Management
Sciences was discontinued and the term Management Services now
includes operations research and computer systems. Roger Crane
now reports to Robert Beyer, Executive Partner — Management Services, and is responsible for all Central Staff functions and for helping
Mr. Beyer plan and organize Management Services nationally.
A research and development department for financial management
was created in the Central Staff on a parity with similar departments
for operations research and computer systems. Probably additional
departments will be added in the future in other important areas.
George O'Brien and Richard Sprague continue as Directors of Operations Research and Computer Systems, respectively. Robert Stevens
was transferred from the Detroit Management Services staff to be
Acting Director, Financial Management. The duties of these functional
department heads include national coordination of the work in their
areas.
Joseph Buchan continues as Senior Consultant, Technical Training
and Communication. This means the responsibility for getting out
training material, for organizing training sessions, and for internal
publications. Gardner P. Allen continues as Administrative Assistant
in financial control.
All industry specialists in Management Services are integrated into
the Central Management Services Staff, including Dale Bowen, Director
of Industry Cost Programs, and William Westover, Director of Services to Financial Institutions. The Central Staff will make available to
the Executive Partner-Retail adequate time of retail specialists in
operations research, computer systems and final management to meet
the needs of our retail research and development program.
*

*

*

One of the firm's big problems in 1961 — College recruitment, always
a headache, seems to be tougher every year. In a professional firm,
finding the best people is all-important since we can go only as fast
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and as far as the intelligence, drive, and skills of our staff will take us.
How can you help?
• If you are a recent graduate, give the names of promising people
you know on campus to the partner in charge of your office.
• Tell your friends still in school about the firm.
• Keep in touch with your professors.

Why should you join the American Institute of CPA's? - The Quarterly
interviewed several staff people who are members to find out why they
had joined, and why they found their membership worth while. Here
are their reasons:
• As one younger staff man put it, "What generally accepted accounting principles we have are due in large part to the work of the
Institute. The more people join and bind themselves to uphold
the rules of the Institute, the more of a profession this will be."
• Your membership gives you standing with the business community, bankers, fellow CPAs, and others interested in getting a
line on you. As the principal professional organization in his
field, the Institute is to the CPA what the American Medical
Association is to the MD.
You may say, "But I already belong to the State society."
And so you should — but the state society cannot work on the
national level. The men we talked to believe that only the American
Institute of CPAs can do these things for you:
• Represent you before Congress and the Federal departments.
The Institute's Washington Office is your eyes and ears on the
national scene. It is the means of posting you on what is going on in
Washington of significance to CPAs.
• Conduct a national public relations program on behalf of members aimed to give the business and financial community a better
understanding and appreciation of you as a CPA.
You probably wonder, "Are there other benefits?"
• As part of your membership you get publications that keep you
on top of the best and most advanced thinking in the accounting
field: The Journal of Accountancy, The CPA, Statements by the
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Accounting Principles Board, Statements on Auditing Procedure,
Audit Case Studies, and all future bulletins in the economics of
accounting practice and management services series.
• Your membership gives you unlimited access to the Institute's
40,000-book library, the research help of the librarian, and the
right to borrow books freely.
• Group insurance, retirement plan and other services are yours
through the Institute.
How do you join?
Application blanks are available in each office. Dues start at $15.00
a year and go up to $30.00 after ten years in the profession. Simply
fill out a blank and mail it with your check.

TRB&S people, past and present, defy streetcars . . . New York's
Arthur Michaels received the following letter from a TRB&S alumnus.
Thank you for the December issue of The Quarterly, with enclosures pertaining to the annual alumni dinner. With much interest I note that Tom Corbally supplied the cigars.
Mr. Corbally, to my personal knowledge, performed two feats
in the past which I believe are unequalled in the annals of Touche,
Niven and successors, and possibly in the entire accounting field.
1. He outran a streetcar, with overcoat and overshoes on and
in the snow, at that!
2. He intimidated a streetcar motorman!
This all happened years ago when he was the senior in charge on
the Amalgamated Leather Company audit in Wilmington, Delaware. The plant was located some distance from our hotel, and
we would try to ride the infrequent trolley back and forth. If my
memory serves, these cars came along about every half hour.
However, if there was one anywhere on the horizon when we left
the plant, Mr. Corbally would take off after it, outrun it, and then
wave wildly to the motorman. Invariably the motorman would
stop from sheer astonishment, and before he could collect his
wits, the rest of us would come puffing up and scramble onto
his car.
Mr. Corbally really looked after his juniors. I doubt that you
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have many seniors on your present staff who go to this extreme
for the men under them!
Sincerely,
Otis Smith
. . . and snowstorms! — On Monday, December 12, in the middle of
New York's worst blizzard in 13 years, Richard Sprague, Director of
the Computer Systems Department, received a telephone call from
Amos Deacon of the American Management Association. Mr. Deacon
asked if someone from TRB&S could chair a session on Friday, December 16 at Saranac Lake on data processing and systems design considerations in materials management. The scheduled chairman had been
unable to come.
Mr. Sprague phoned Dennis Mulvihill, who was hoping to arrive
in New York the next day, taking an airplane to Washington, D. C.
from Detroit and proceeding by train to New York, where all airports
were closed. He agreed to go.
Mr. Mulvihill arrived in New York on Tuesday morning with little
or no sleep, conducted a data processing orientation class for the
Electronics Committee of the Retail Research Institute on Tuesday
afternoon and evening, attended the Eastern Joint Computer Conference in New York on Wednesday, and by Thursday morning was on
an AMA private airplane, taking off among the snowdrifts at LaGuardia. He arrived at Saranac Lake in upper New York State by
Thursday afternoon, conducted the seminar there on Friday morning,
and flew back to LaGuardia on the AMA airplane on Friday afternoon.
He was home in Detroit by Friday night.
The session was successful and very well received.
•

•

*

Turnabout — The American Institute of CPAs which, as you know,
administers the CPA examinations twice a year, is adding to its stockpile of questions. The Institute finds that people who have recently
taken the examination or are now studying for it are the best source
of new, provocative, worthwhile questions. If you have one, send it
along to Curtis C. Verschoor, Director of Education, Executive Office
— New York.
SANS installed in Los Angeles—Our simultaneous alpha-numeric system (SANS) is the basis of a city-wide account numbering scheme now
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being installed in Los Angeles. Twelve stores are supporting the project.
Initially about 1,400,000 account numbers will be assigned, with
eventually possible expansion to as many as 5,000,000. For an explanation of SANS, see The Quarterly for June 1960.
*

*

*

Where does data processing fit on the company organization chart? —
Richard Sprague of Management Services Central Staff spoke on this
at a recent AMA seminar. "The talk was received with interest and
lively participation," Dick notes. "If one pervading thought emerged
from the discussion it was that the function in these modern times
either belongs now, or will some day in the future, under a special
officer of a large company whose title might be Vice President of
Administrative Services. Five companies attending had made this move
(out of 25) and four or five others were planning to make it."
*

*

*

History of Public Accounting in the United States, by James Don
Edwards, head of department of accounting and financial administration, Michigan State University. Participants in the 1960 Group I Professional Training Program will remember Dr. Edwards for his valiant
attempts to answer the arguments on accounting theory advanced by
W. W. Werntz.
This is the first study to document the development and growth of
our profession in this country from its beginnings to the present day.
Incidents are portrayed chronologically and include the educational,
legal, and organizational aspects of the profession. No attempt is made
to discuss the evolution of a body of subject matter about accounting
or auditing. Rather, Dr. Edwards has selected national and international developments through which the prestige and professional standing of the CPA has been augmented.
John L. Carey, Executive Director, AICPA, states in a foreword:
The result is a series of dramatic highlights, illustrative of the multifarious problems besetting a young profession which has been catapulted into prominence by the economic and social forces of the
twentieth century.
This book would make a valuable addition to your library. Available
from Michigan State University Bureau of Business Research.
—Reviewed by Curtis C. Verschoor
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OUR NEW ASSOCIATES
Atlanta — Linda Horton has replaced
Marian Fultz as secretary to Mr.
Dryden.
Boston — Robert S. M argil, a graduate
of the University of Massachusetts, and
Joseph G. Nicastro from the Bentley
School of Accounting and Finance have
joined the Boston audit staff.
Another recent addition is Susan V.
Fraser, who will act as the receptionist
in the Boston Office.
Frederick M. Irons, a former employee, has joined the audit staff for a
temporary period during our busy
season.
Chicago — There are five additions to
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the office staff: Roy Lyon, in charge of
the bookkeeping department; Mary
Demeter, in charge of the proofreading
department and her assistant, Alice
DelCastillo; Nina Zielinski, staff stenographer; and Annelise Erlandsen,
statistical typist.
Cleveland — Marland R. Johnson from
Fenn College will intern on the audit
staff for the first quarter.
Dayton — David Dern, a graduate of
Ohio State University, recently joined
the audit staff after spending three years
in industrial accounting after his military service. We also welcome Pete
Hackett, who received his bachelor's
degree from the University of Notre
THE QUARTERLY

Dame and his master's from Ohio State.
Other new faces are Jackie Farrier and
Dixie Castor in typing, Barbara Kimberlin in bookkeeping and Audrey
Brothers at the reception desk.

holidays between semesters as interns
on the Detroit audit staff: Daniel J.
Burke, William R. Cron, Joseph A.
Groh, Joseph A. Sciuto, John M. Sincic and Richard H. Sumakitis.

Denver—Roy Hollaway joined the audit
staff in January. He has been working
in Pueblo, Colorado for the past four
years, before which he was a member
of the Kansas City office staff. Jim
Gehres, a graduate of the University of
California at Berkeley and the University of Utah, is another new member
of our audit staff.

On graduating from the University
of Michigan with M.B.A. degrees at
the end of the winter semester, the following people joined the Detroit audit
staff: James R. Anderson, Richard P.
Lyman III, Harrington K. Mason,
H. Tranzow and Neil H. Vogt. Elton
R. Rushlau II also joined the audit staff
following graduation from the University of Detroit in January.

We are pleased to welcome Pat Smith
to the typing department.
Detroit — Walter B. Fisher joined the
Detroit audit staff after completing a
tour of duty as a Lieutenant (j.g.) in the
Navy. Mr. Fisher received his B.B.A.
degree at the University of Notre Dame
in 1957 just before entering military
service.
On graduating from Michigan State
University in December, Frederick J.
Schwab joined the Detroit audit staff.
Kenneth A. Wright and Paul J. Fox,
both M.S.U. students, are spending
their winter term as interns on the
Detroit audit staff.
Harvey E. Schatz, a University of
Michigan graduate, recently joined the
Detroit management services staff. Mr.
Schatz was formerly associated with a
local auto parts supplier as assistant to
the president and plant manager.
Augustin Benitez, who was a partner
in the Cuban firm with which we were
considering affiliating prior to the political upheaval, has joined the Detroit
audit staff.
Six University of Detroit students
spent their Christmas vacations and
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Roger H. Oetting has joined the Detroit audit staff after spending the last
several years with The Randall Company, a division of Textron, Inc. Mr.
Oetting has B.B.A., M.B.A. and L.L.B.
degrees from the University of Michigan and an L.L.M. degree from Georgetown University.
Robert Bonczyk, a student in the cooperative program at the Dearborn
Center of the University of Michigan,
is spending alternate semesters beginning with the spring term on the Detroit audit staff.
Virginia Muscavage and Lorraine
Kostyo are recent additions to the Detroit secretarial staff.
Grand Rapids — Interning with the
Grand Rapids Office are James A.
Brown and Larry R. Lang from Michigan State University.
Houston — Sheila Johnson joined our
office as secretary-receptionist on January 19. Miss Johnson attended Rice
University for two years. Ellen Gearheard, who formerly held the position,
returned to her home in Enid, Oklahoma.
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Evelyn Singleton also joined our
staff as file clerk-multilith operator on
January 10. Mrs. Singleton is presently
attending Durham Business College.
Replacing Mrs. Pat Fondon as bookkeeper is Mrs. Nezlee Barton. Mrs.
Barton attended Draughon's Business
College in San Antonio.
Joe S. Davis returned to our audit
staff in January. Mr. Davis was previously with our staff before the current school year at which time he left
to work on his Master's degree at
L.S.U. in Baton Rouge, Louisiana.
Kansas City—Richard G. Long, an accounting major at Kansas State University, served as an intern in the
Kansas City Office from December 27
through February 3.
Los Angeles — Loren Bess joined the
firm as office manager, January 23.
Management Services Central Staff —
John Carroll joined the staff on February 1. Mr. Carroll is a graduate of
Northeastern and Penn State Universities with degrees in accounting. A New
York State CPA, he was formerly a
staff member of Lybrand Ross Bros. &
Montgomery and was more recently
employed by the Irving Trust Company. He will be Senior Consultant,
Services to Financial Institutions, assisting Willard Westover.
Milwaukee — Karen Hess joined our
staff as a checker.
Minneapolis — Ronald Bach has rejoined our staff after a short period as
chief accountant at the G. M. Stewart
Lumber Company. Mathew Greenberg,
a graduate of Macalester College in St.
Paul, joined our staff in January. Gloria
Johnson is a new addition to the typing
department.
36

New York—New members of our audit
staff include—Frank O'Neill, a graduate of Queens College with a five-year
background in public accounting; Harvey Casher, who received his B.B.A.
from City College of New York; Robert
Landherr, who has a B.B.A. degree
from Adelphi College and was formerly
with Haskins & Sells; Philip Rubin,
who has his M.S. from Long Island
University and five years of experience
in public accounting; Joseph Prestifilippo, a graduate of New York University; Arthur Pearl, a graduate of
Pace College who spent a year with
Haskins & Sells; and Melvin Fromberg,
who recently graduated from New
York University.
Joseph Ardwin has become a member of the Management Services staff.
Mr. Ardwin has an extensive background as a consultant and financial
staff assistant. Leonard Estin has also
joined the Management Services staff.
Mr. Estin has a B.S. degree from Syracuse University and an M.B.A. from
New York University. He was formerly
associated with Allied Chemical Corp.
as a financial analyst.
The tax staff now has the services of
Timothy Sullivan, who holds a B.A.
and LL.B. degree from St. John's University, and Sheldon Goldenberg, a
New York University Law School
graduate.
Portland—Douglas Donaca, a graduate
of the University of Oregon, joined our
staff as a junior accountant. Andrea
Barclay will be helping out in the typing department. Marion Church joined
our staff as a secretary. Dudley Spoffard will join the Management Services
staff, bringing data processing and systems skills acquired while with Armour
& Co. during the past several years.
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Rochester—Mrs. Betty Strassner joined
the Rochester Office in December to
take charge of the typing and multilithing section.
San Francisco — Dowlan R. Nelson is
interning with us during the busy season on the audit staff. He is from the
University of Minnesota.
Randall Stearns, a new addition to
the audit staff, is a graduate of the University of California with a B.S. degree
in accounting.
Pamela Cowan is a new addition to
the secretarial staff.
Charlotte Schwarz is our new receptionist.
Charlotte Schoettler is temporarily
helping our typing staff during the busy
season. She is a graduate of Temple
University.
St. Louis—Dorothy Goebel and James
F. Concagh were added to the St. Louis
office roster as a result of the acquisi-

tion of the practice of Mr. A. E. Good.
L. Ray Pruitt, who received his
B.C.S. degree from St. Louis University
in June, 1957, joined our staff.
G. Warren Ober, w h o attended
Washington and St. Louis Universities
and the University of Missouri joined
our staff. Mr. Ober has a B.S. degree
in Business Administration.
Washington — Raymond E. Boore has
joined the staff of the Washington
Office. Mr. Boore will graduate from
the University of Maryland in June.
Morris E. Sampson, a summer intern, has joined the staff permanently.
Mr. Sampson will receive his degree
from the University of Maryland in
June.
William L. Jackson will intern with
this office for six weeks. Mr. Jackson is
a student at the University of Maryland.

Congratulations to 15 new CPA's - and one lawyer
Denver
* Charles Husted
Frank Masden
"Robert Stamp
Detroit
William H. Borst
* David V. Burchfield
James W. Neithercut
Joseph P. Silk
Houston
Gerald E. Niemeyer
Los
Angeles
* Philip Young
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"Passed on first attempt.
Management
Services
Central Staff
Gordon B. Davis
New
York
Joseph Casey
Pittsburgh
*H. Justin Davidson
* Joseph L. Kreger
San
Francisco
Charles Dresel
* Robert Stedman
Brook Grant, who came to work for
TRB&S in September, passed the California State Bar Examination on his
first attempt.
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CHANGES OF SCENE
Detroit-Robert G. Stevens has transferred from the Detroit Management
Services staff to the Executive Office as
acting Director of Financial Management.
Edward A. Baumann has transferred
from the audit staff to the tax staff in
Detroit.
Executive Office - Sandy Peacock has
now been assigned as bookkeeper for

the Management Services Central Staff.
Houston - Robert J. Young, who has
been on the audit staff since October
1957, has transferred to the tax department effective November 15.
San Francisco—Anthony Andrade has
transferred to our fast-growing San
Jose Office. The San Jose Office recently moved into a new modern office
building.

TRB&S IN T H E SERVICE
Chicago - Marshall Strey writes from
Fort Eustis, Virginia, that he is presently classified as a Stevedore Officer
and expects to be shipped to Greenland
next summer.

Minneapolis-Raymond Hall has been
stationed at Fort Snelling which is near
Minneapolis and is working in our Tax
Department in his spare time during
the week and on Saturdays.

Elmer Fisher has just completed Advanced Medical Training and will
shortly be stationed somewhere in Germany. He says The Quarterly has been
coming through regularly and he really
appreciates receiving it.

New York-Henry Pavony rejoined the
New York staff on January 25 after a
six-month Army tour.
San Francisco — Robert Bean returned
to the tax staff after serving six months
in the Army.

Bring 'em back alive-more or less. All in fun is this 'recruiting kit'
unveiled at a Portland Office party. Davidson Castles, left, and Lee E.
Schmidt are amused by the pistol, the handcuffs, and the coil of rope.
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WITH T H E A L U M N I
Detroit - John E. Kelsch left the Detroit audit staff in December for a position on the systems and procedures staff
of Haloid Xerox, Inc. in Rochester,
New York.
Wilfrid C. McLaughlin, a Detroit
manager, has joined an old and valued
Detroit client, R. L. Polk & Company,
as Assistant Treasurer.
John J. Riccardo, formerly a manager in the Detroit Office, has been apappointed Vice-President and Operations Manager, and is also elected a
Director of Chrysler Corporation of
Canada, Limited.
Lynn A. Townsend, formerly a Detroit partner, was recently promoted to
Administrative Vice-President of
Chrysler Corporation.
Milwaukee—Olaf Knudsen resigned as
a partner of the Milwaukee Office as of
January 1, 1961. He is now with Tamarack Petroleum Company.

New York — Andre Blum and Martin
Berkowitz have joined the CPA firm of
Simon Popp & Co.
San Francisco—David Layser, who left
the San Francisco Office in 1955, was
recently appointed Vice-President—Finance, Treasurer and Asst. Secretary of
Hiller Aircraft Corp. Hiller was recently acquired by Electric Auto-Lite, a
Chicago client of TRB&S.
Lynn Townsend, former TRB&S
partner, and now Administrative VicePresident of Chrysler Corporation, was
a recent visitor in the San Francisco
Office. He was shown our new offices
and had lunch with some of the partners. Lynn was in town for the National Automobile Dealers Association
convention.
Seattle—Robert B. Hevly, audit supervisor, resigned February 1 to take a
position with a client.

TRB&S IN ACTION
Chicago
Richard Beck recently spent a month in
Nuremberg, Germany, at a subsidiary
of one of the Chicago Office clients to
help install a cost accounting system
and to set up procedures for controlling
substantial expenditures for a new plant
installation. He worked along with our
German associates, and had an opportunity to visit their offices in Bielefeld.
During December two Fridays were
devoted to staff training. The morning
sessions covered internal control as it
relates to year-end audits and the afterMARCH 1961

noons were used for a refresher course
on taxes with emphasis on recent
changes in tax laws.
For the past several months the Chicago Office has been undergoing an extensive remodeling and expansion program. It is hoped the new look will be
complete approximately June 1.
Dayton
The Dayton Office was host to the
Miami University Beta Alpha Psi field
trip in November. There were approximately 18 students and their faculty ad39

visor in the group. Sherley Swarts and
Robert Sack, both Miami graduates
and Beta Alpha Psi members, arranged
the program. After an office tour and
short talks by staff men from each of
our three departments, the group were
our guests for dinner at The Dayton
Club along with 20 staff members. Mr.
Parker and Mr. Ware gave short talks
after dinner.
Denver
As part of a student participation program sponsored by the Colorado Society of CPAs, the Denver office hosted
four students from the University of
Denver at the regular monthly dinner
in November. Prior to the meeting
these men spent three hours in the
office with various staff members in a
general discussion concerning the
audit, tax and management service
phases of public accounting.
Detroit
The faculty of the Department of Accounting and Public Finance at Michigan State University entertained the
Detroit partners and several staff people at a dinner in Kellogg Center on the
campus in December.
Jean-Claude Berard, of our associated firm in France, spent six weeks observing Detroit Office activities.
Robert Fulton, manager in charge of
our Sao Paulo Brazil branch of the Executive Office, spent a few weeks in
Detroit observing our activities.
Kansas
City
The Kansas City Office staff meeting
was held on November 25. There were
discussions on tax changes, the firm's
management services program and
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general office policies. Discussion leaders were Howard Hull, Dick Julian,
Glen Olson, Gale Hoffman and Mary
McCann.
Management
Services
Central Staff
The Computer Systems Department
will hold another series of presentations
by EDP equipment manufacturers on
their On Line-Real Time Systems. The
presentations will be at the Executive
Office on March 20-24.
Recently Nicholas Radell and James
Reis administered the Retail Buying
Game, played by assistant buyers of
the J. L. Hudson Co. and Bloomingdale's Department Stores and by marketing executives at an American Management Association Seminar. This is
a game developed within recent months
by Gordon Mills, James Reis, Nicholas
Radell, Joseph Buchan, and David
Fleisher of the Management Services
Central Staff. The game brings out the
difficulties of managing staple inventories without systematic decision
rules.
Nicholas Radell, Senior Consultant
and Charles J. Van Slambrouck, Operations Research man from the J. L.
Hudson Company in Detroit, have an
article on the application of SIM to
the curtain and drapery department
appearing in the trade magazine entitled "Curtain and Drapery Department Magazine."
Minneapolis
The Minneapolis Office and Alumni
luncheon was held December 23 in the
office. More than 80 persons enjoyed
refreshments and accounting chatter.
Monday mornings have been starting
THE QUARTERLY

early for the partners and top staff men
of the Minneapolis Office. A series of
weekly breakfast meetings are being
held to cover problems on audits and
planning.
New

York

On November 17 the partners, managers and supervisors played host to
staff men who joined the firm in 1959
at a dinner held in the Barbizon-Plaza
Hotel. Those who joined the staff in
1960 were invited to a similar gathering
on December 1. Each of the dinners
proved to be a big success and gave the
new men a chance to become better acquainted with the supervisory staff.
Pittsburgh
January 11 was the date of the third of
three dinner meetings between faculty
of the Graduate School of Industrial
Administration of Carnegie Institute of
Technology and representatives of the
Pittsburgh Office of TRB&S. The first
meeting on October 21 was devoted
largely to thinking about things to
think about. The second meeting on
November 23 was devoted to the subject of "Pensions." The third meeting
on January 11 had for its subject
"Cash."
The purpose of these meetings is to
discuss in depth a subject which is mutually of interest to both groups. At all
three sessions, the discussion has been
so intense that the group was forced to
call a halt after six hours. At the last
meeting, the subject of cash proved so
intriguing that it will be used as the
basis for the March meeting with the
Tech people. The participants from the
Pittsburgh office at the last meeting
were Justin Davidson, Alan Henderson,
Irl Wallace, and Louis Werbaneth.
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Pittsburgh has been developing an
idea which relates to financing of building construction. Irl Wallace and Pat
McGrath, a local Pittsburgh realtor,
made an oral presentation to the Urban
Redevelopment Authority. They appeared to be interested in the idea and
are presently exploring the legal aspects of the proposal.
On November 16 Philip Leone and
Louis Werbaneth were interviewed by
the DUQUESNE DUKE, the student news-

paper of Duquesne University. The
DUQUESNE DUKE, at the suggestion of

Jim Holcomb, Placement Director of
Duquesne University, plans to run a
series of articles on opportunities available to Duquesne graduates. We were
invited by Duquesne to represent the
Certified Public Accountants. Phil
Leone represented the "young" graduate, and Lou Werbaneth was the "old"
graduate.
St. Louis
After much anticipation the St. Louis
Office moved to its new and larger
quarters in the Railway Exchange
Building on the weekend of January
6-8.
San
Francisco
A major remodeling of the entire San
Francisco Office is nearing completion.
The office occupies two floors in the
Shell Building. The remodeling was so
extensive that it was necessary to clear
an entire floor (one at a time) while
walls were torn out and replaced. The
temporary crowding that took place
during the remodeling is now over,
much to everyone's relief.
One of the outstanding features of
the remodeled office is an 8 x 18-foot
mural of the world located in the reception area of the office.
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A recent visitor to the San Francisco
Office was Enrique Carstens of Galaz,
Carstens y Cia. Mr. Carstens spent a
week here familiarizing himself with
our procedures and discussing assignments referred to his office by San
Francisco.
John W. McEachren, Donald J.
Bevis and Roger R. Crane visited the
San Francisco Office for a few days
during January. A special dinner was
held for them at the World Trade Club.

Seattle
The Seattle Office moved into the new
Washington Building in November.
Our new offices are just across Union
Street from the old location. An open
house was held for the staff and their
families on November 22 and one for
clients and civic leaders on December
7. On December 17 partners and their
wives from the Portland, Vancouver,
and Victoria Offices visited Seattle's
new quarters and had dinner at the
Rainier Club.

Anthony E. Rapp, left, and his pretty wife Jo accompanied Mr. and
Mrs. Frank E. Agnew, Jr. to the Man-of-the-Year dinner in Pittsburgh.
Mr. Agnew, president of the Pittsburgh National Bank, was Man-of-theYear in Finance. (Story on page 51.)
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Boston
Paul Gerry spoke to the Accounting
Academy at Boston College on January 4. Mr. Gerry's subject was "My
First Three Years in Public Accounting." Robert Hall accompanied Mr.
Gerry to this meeting.
On November 16 at the Parker
House in Boston, Robert Hall appeared
on a five member panel before members of the Massachusetts CPAs at a
technical meeting. The major subject of
the panel was "Current Accounting
Problems" and Mr. Hall's specific topic
was "Cash Basis Statements and Statements for Non-Profit Organizations."
Donald Wiese recently spoke at three
meetings of the Lions' Club in the BosMARCH 1961

ton area. His subject was "Federal Income Taxes—Our National Pastime."
Chicago
On December 7 Stephen Finney addressed the Fox River Valley Chapter
of the National Association of Accountants on the subject "Profitability
Accounting."
James Bragg participated in a Seminar on Electronics sponsored by the
Controllers Institute of America and
held at DePaul University on December 14.
After a brief vacation from his teaching duties, Kay Cowen has again been
drafted into service and is presently
teaching a course in Advanced Federal
Taxes.
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Dayton
R. Allan Parker has been appointed
chairman of both the state and the
Dayton chapter Committee on Bylaws
of the Ohio Society of CPAs and member of the Committe on Bylaws of the
American Institute of CPAs.
H e r m a n Olt spoke on "Recent
Changes in State and Federal Taxes"
before the Dayton Chapter of The Institute of Internal Auditors on January
23. Mr. Olt has been appointed to the
Committee on the Sixth Institute of
Federal Taxation of the University of
Dayton.
Les Buenzow was elected secretarytreasurer of the Accountancy Board of
Ohio.
James Bresnahan participated in a
recent Marketing Management Simulation Game sponsored jointly by Remington Rand and the Society for the
Advancement of Management. Mr.
Bresnahan was elected president of one
of the eight participating companies
competing in two cities. His company
finished in second place.
In January Mr. Bresnahan conducted an educational session on inventory
management techniques for the Dayton
Chapter of the National Association of
Accountants.
Luke Ware participated in a panel
discussion on management services approaches to problems of interest to
bankers at the December meeting of
the Dayton Chapter of the Ohio Society
of CPAs. The meeting was attended by
30 representatives of area banks.
Denver
During November, Carleton Griffin
participated in a dramatization entitled
"Case History of a Tax Audit" spon44

sored by the Colorado Society of CPAs
and attended by members of the Society, attorneys, and representatives of
the Internal Revenue Service. His role
was that of the CPA.
On January 27 Arthur Samelson and
Carleton Griffin were awarded certificates of merit by the Denver Chamber
of Commerce for their participation as
members of the Chamber's Colorado
State Tax Study Committee.
Detroit
Roy S. Good served as a panel member
at the State Tax Forum at Michigan
State University on November 7. The
subject of the panel was "Michigan
Taxation of Income Derived from Interstate Commerce and Use Tax on Interstate Sales." Mr. Good also conducted a seminar on the subject, "Taxation
of Interstate Commerce," at a meeting
of the Tax Executives Institute, Inc. in
Detroit on February 1 at the Pick-Fort
Shelby Hotel.
Keith A. Cunningham addressed the
University of Dayton's Tax Institute on
December 16. Mr. Cunningham's subject was "Year-End Tax Planning."
Henry E. Bodman II attended a seminar devoted to Pension and Deferred
Profit Sharing Plans qualified under
Section 401 (a) of the Internal Revenue
Code. The seminar was conducted by
William H. McCoy Company in Detroit on December 9.
Executive
Office
On November 12 Joseph Levee took
part in a program on "Doing Business
Abroad" for the New York University's
Nineteenth Annual Institute on Federal
Taxation. Mr. Levee's topic was "Local
Tax Problems in the European Economic Community: A Selective Presentation."
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"Selected Tax Problems of Accounting Partnerships" is the title of Bulletin
12 in the series of Economics of Accounting Practice issued by the American Institute of CPAs. Material in the
Bulletin was prepared by Eli Gerver; a
footnote states that he is now Supervisor-Tax with our firm.
A paper on "The Effect of Tax Accounting Rules on the Continued Development of Sound Accounting Rules
& Principles" by Wallace M. Jensen
will appear in the Ohio CPA magazine.
Kenneth Mages attended the National Retail Merchants Association
50th Annual Convention at the Statler
Hilton Hotel, New York, January 9-13.
At one of the sessions he gave a talk
on The Challenge To The Present Selling Department Structure.
Grand
Rapids
Robert Lyzenga is serving on the Auditing Committee and the Accounting
Procedures Committee of the Junior
Chamber of Commerce.
Richard Lamkin spoke on the role of
accounting in management in the
course in Practical Management for
Smaller Business conducted by the
Small Business Administration and
Davenport Institute. Robert P. Fairman served on the advisory committee
for the course. Mr. Fairman has also
been appointed to the Governmental Finance Committee of the Grand Rapids
Chamber of Commerce.
Houston
Owen Lipscomb spoke to the Texas
Tech Tax Institute on October 17 on
"Procedures From the First Notice of
Proposed Deficiency." Mr. Lipscomb
spoke to the Tax Institute of Arka-LaTex in Shreveport, La., November 29
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on "Estate Planning and Proper Handling of the Marital Deduction." Mr.
Lipscomb was recently elected Secretary of the Houston Business and Estate Planning Council; and is General
Chairman of the Texas Society of
CPAs Committee on Federal Taxation. Mr. Lipscomb will serve a three
year term as Director of the Texas
Society of CPAs. He has also accepted
reappointment to the Governmental
Affairs Committee of the Houston
Chamber of Commerce for 1961. He
served on this Committee last year,
when it was known as the State and
National Affairs Committee.
Thomas C. Latter was a speaker on
an income tax panel for the Houston
Chapter of the Retail Controllers on
January 17. His topic was "Travel and
Entertainment Expense Accounting
Standards and Problems Due to Present I.R.S. Enforcement Policy."
Los
Angeles
Robert B. Dodson spoke on "The Auditor's Responsibility With Respect to
Conflicts of Interest" to a luncheon
group of the Los Angeles Chapter of
the California Society of CPAs.
On December 21 Neil Bersch addressed the Beverly Hills-Hollywood
Chapter of the California State Society
of CPAs. His subject was "How the
New York State Income Tax Applies
to Non-Residents" and the recent revision in the New York State Personal
Income Tax Law.
Management
Services
Central Staff
Richard Sprague was a speaker at an
American Management Association
Seminar on Organization and Management of the Data Processing Function,
November 21-23, in New York City.
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Data Collection & Input Automation was the title of the American Management Association Seminar held in
New York City, at which Jesse Lynch
was a speaker.
Milwaukee
Walter F. Renz was chairman of an
all-day meeting on Electronic Data
Processing — "Today's Problems, Tomorrow's Solutions" presented by the
Milwaukee Chapter of the National
Association of Accountants on November 29. Included in the program were
excellent presentations by Dennis Mulvihill and Richard Sprague of the Management Services Central Staff.
Robert Beyer, Executive Partner —
Management Services recently returned
from a trip to Jamaica, Puerto Rico,
Barbados, Panama and Mexico. Talking with partners and clients, Mr. Beyer
stressed the potential of management
services work and was delighted to find
great enthusiasm for it. TROBAS firms
in Barbados, Mexico and Panama arranged special meetings for clients and
other interested persons who wanted to
hear about management services and
profitability accounting.
An article entitled "The Proposed
Plant-A Profit-Maker or Not?" by
Robert Beyer and Donald J. Trawicki
appeared in the November, 1960 issue
of The Controller Magazine.
On February 8 Wayne Mayhew, Jr.
will speak before the Wisconsin Canners Raw Products Conference to be
held at the College of Agriculture, University of Wisconsin at Madison. His
subject will be "Comparative Costs of
Vining."
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Minneapolis
Palmer Tang was guest instructor at a
class in advance accounting at the University of Minnesota December 7,
speaking on the accounting and auditing problems involving stockholders'
equity, including pooling of interests
and stock dividends.

*

*

*

The Minnesota Society of CPAs held
a tax conference December 1 and 2 at
the Hotel Leamington in Minneapolis.
As president of the society, Palmer
Tang presided at the luncheon and
dinner meetings on December 1. At the
December 2 meetings, Barton Burns
led a discussion "Highlights of the Past
Year," covering important legislation,
rulings and decisions. James Pitt was
moderator at the afternoon technical
sessions.

New
York
On December 9 William W. Werntz
spoke before the annual dinner meeting of the New York University Chapter of Beta Alpha Psi. His topic was
"What Financial Statements Do Not
Disclose."
Members of the Estate Planning Society of New Jersey heard Gregory M.
Boni discuss the "Interpretation of Financial Statements" at their January 24
meeting. On April 28 Mr. Boni will
speak before the Federal Government
Accounting Office on "Creative Thinking in Auditing and Management Services." Also in April Mr. Boni will
participate as a panelist in a discussion
on "Production Scheduling" sponsored
by the Committee on Cost Accounting
and Inventory Methods of the New
York State Society of CPAs.
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Pittsburgh
An article on "Statistical Sampling" by
Robert M. Trueblood and H. Justin
Davidson appeared in the November,
1960 issue of Retail Control.
On January 20, Louis Werbaneth
had the assignment of following President John Kennedy as the principal
speaker at the luncheon meeting of the
Pittsburgh Office Equipment Sales
Managers Association. The Association
had set up a television set in its meeting room to watch the inaugural and
to hear the President's address. Immediately after the completion of President Kennedy's speech, the television
set was turned off and the podium was
turned over to Lou Werbaneth.
Richard McMurray and Louis Werbaneth of the Pittsburgh Office participated in an all-day discussion with the
controllers and assistant controllers of
the three Pittsburgh department stores.
Ethel Langtry, the research director of
the NRMA, and representatives of
Pittsburgh Charge-a-Plate Associates
and the Credit Bureau, Inc., also took
part. The purpose of the meeting was
to review proposals for a Pittsburgh
credit card which could be used at all
three stores. We were the only independent CPAs or consultants represented at this meeting.
On January 19, Henry Sherwood accompanied Jean Paul Ruff to another
meeting of this same group. At this
meeting, Messrs. Sherwood and Ruff
answered questions put to them regarding SANS.
On January 17 William J. Simpson
participated in a panel presentation before the Pittsburgh Chapter of the
Pennsylvania Institute on "Travel and
Entertainment Expenses."
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Irl C. Wallace participated in an Accounting Symposium Panel at the West
Virginia University on November 9.
The subject was "An Accounting Career: Its Opportunities and Requirements."
On December 20 H. Justin Davidson
spoke on "The Use of Scientific Sampling in Accounting Control" at the
AMA Finance Seminar in New York.
Approximately 12 people attended the
seminar.
The Long Range Objectives Group
of the American Institute of CPAs met
in San Francisco January 9-11. Robert
Trueblood appeared as part of a panel
of committee members discussing the
long range objectives of the profession
at chapter meetings of the California
Society of CPAs, at San Francisco
January 9 and Los Angeles January 11.
Following these meetings, Mr. Trueblood attended the organization meeting of the task force on Accounting for
Pension Costs of the Accounting Principles Board in New York on January 13.
On January 10, Robert J. Monteverde, together with all other members
of the Pennsylvania Institute's Management Services Committee, met with
business school deans from eight major
eastern Pennsylvania colleges at a
luncheon in the Union League Club of
Pennsylvania, in Philadelphia. They
discussed the points on which the educators and CPAs could be of mutual
assistance, especially with respect to
the probable future growth of management services as part of the CPA's
personal practice.
On January 17, Robert Monteverde
addressed the Pittsburgh Chapter of
the Institute of Management Sciences.
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His subject was, "Heuristic Systems
Development in Stochastically Constrained Environments," which was a
report on his experiences with the Rand
Corporation.
"Commencing Your Career in Accounting" was the subject of Louis
Werbaneth's talk before the Annual
Accounting Symposium of the Pennsylvania Institute of CPAs on November 18. Mr. Werbaneth also spoke
before the Pittsburgh Tax Club at their
January 10 meeting on "A New Look
at Dollar Value." On January 20 he
spoke before the Office Equipment
Sales Managers' Association on the subject of "Lease or Buy." On February 23
at a meeting of Westmoreland Section
—National Association of Accountants
Mr. Werbaneth spoke on "Taxation
and Management Decisions."
Portland
C. Wade Hanson addressed the Portland Chapter of the Controllers Institute of America on "Motivation to
Merger" on November 17.
Howard Peterson addressed the Portland Chapter of Internal Auditors on
"Problems of Inventory Management."
On January 25 he was also a panelist
at the Annual Oregon Business Conference speaking on "Business Decisions,
Payoffs and Adequate Profit."
At the initial meeting of a new and
as yet unaffiliated group of TIMS,
Howard Peterson was elected vice president and Davison Castles was elected
secretary-treasurer.
John S. Crawford spoke to the Oregon Chapter of NAB AC on "Travel,
Entertainment and Reimbursed Ex48

penses." On December 20 he was also
master of ceremonies at a dinner given
by the Oregon State Society of CPAs
for the State Legislators of Multomah,
Clackamas and Washington counties.
Rochester
Howard Davidson participated in a
panel discussion sponsored by the
Graduate School of Business and Public Administration of Cornell University on January 9.
St.

Louis

Andrew C. Ries has been appointed a
member of the Federal Taxation Committee of the Missouri Society of CPAs.
James G. Carroll had an article,
"Internal Control for Cycle Billing,"
published in the January, 1961 issue
of "Retail Control." Mr. Carroll attended the NRMA Convention in New
York on January 12 and 13, 1961.
San

Francisco

On January 27 Paul Kadden gave a
talk to the Mission Optimist Club on
the subject of "Taxation of Small Business." Mr. Kadden has also been appointed to the Tax Accounting Conference Committee of the California
State Society of CPAs.
Seattle
Durwood L. Alkire is chairman of the
Seattle Tax Group for the coming year.
Gerald E. Gorans is program chairman for the 15th Area Conference of
the National Office Management Association to be held in Seattle June
22-24, 1961.
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Atlanta
Robert E. Minnear gave a speech for
the West Fulton High School ROTC
Department in connection with a Charity Drive of the Junior Chamber of
Commerce.
Elwood R. Dryden has been appointed to the Atlanta Metropolitan
Community Services.
Marvin Zion has been elected to the
Board of Governors of the Atlanta
Alumni Chapter of the Alpha Epsilon
Pi Fraternity. He was also elected
treasurer of this organization. Mr. Zion
has written several articles on the preparation of individual tax returns which
have been published as part of a series
under the name of the Georgia Society
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of CPAs in a local newspaper as a
public service.
Boston
The annual Christmas dinner party was
held on December 6 at the Algonquin
Club for the entire Boston Office staff
together with their wives, husbands and
guests.
Chicago
The Union League Club was again the
scene of the annual Chicago Office
dinner dance held on Saturday evening,
December 10, with the greatest number
yet attending.
This year William Schwanbeck will
serve as a director of the Nate Gross
Foundation, a charitable research foun49

dation established in memory of Nate
Gross, a newspaper columnist for the
Chicago American for over twenty
years.

Dayton
Donald Custer has been elected to a
three-year term on the Vestry of his
Church.

The Novelteens,
Chicago Office
Junior Achievement Company, has
had a very successful holiday season
making and selling fancy bows for gift
wrappings. Sponsors this year are Roy
Cox, Richard Apple and Thomas Bintinger.

Duff Macbeth has been named treasurer of the Oakwood Optimist Club.
Detroit
Henry E. Bodman, II has been elected
a board member of the Franklin Settlement.

Cleveland
Frank Break has been elected to the
board of deacons of the Rocky River
Presbyterian Church.

Kenneth Mages has been appointed to
the Awards Committee of Junior
Achievement of New York, Inc.

Executive

Office

Alberta Everett was elected to serve
on the church council and is financial
secretary of the Good Shepherd Lutheran Church, Lorain.

Grand
Rapids
Joyce Cowman has been appointed
Chairman of the Auditing Committee
of Zonta Club of Grand Rapids.

Dallas
William Morris submitted his internship report and was reviewed before a
panel of three professors as he completed the requirements for the M.P.A.
degree. He received his Master's Degree from the University of Texas in
January 1961. Mr. Morris was ordained
a Deacon of the Casa View Baptist
Church in December 1960. He was subsequently elected Church Treasurer.

Richard Lamkin is again serving on
the National Affairs Committee of the
Grand Rapids Chamber of Commerce
and is chairman of the subcomittee on
Government Controls. Mr. Lamkin has
also been appointed to serve on the
board of directors of the Zoological
Society in Grand Rapids.

Richard Lowry, son of Mrs. Leona
Lowry, has been nominated for the
Woodrow Wilson Fellowship for graduate school work in psychology. He
will graduate from Southern Methodist
University in May with departmental
honors in his major.
On December 29 David Muir and
Alan Roberts had lunch with Bryan
C. Peers of the London TROBAS office. Mr. Peers was visiting his sister
and brother-in-law in Dallas.
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To raise money for the Cystic Fibrosis Foundation, William Dahlquist participated in a walk-a-thon from Grand
Rapids to Holland, Michigan. He is a
member of the Junior Chamber of
Commerce which sponsored the event.
Members walked one foot for each
penny contributed to the foundation.
Houston
Thomas C. Latter was one of the five
organizers and was elected a director
and treasurer of The Plaza Oaks Club.
The Club now has 183 members, and
construction has been started on the
swimming pool and club house.
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Kansas
City
Loren G. Hoffman was elected to the
3oard of Trustees of the Village Presbyterian Church for a three-year term.
John D. Crouch was appointed
chairman of the Accountants' Division
of the 1961 March of Dimes campaign
n Kansas City. Mr. Crouch was also
ppointed to the Taxation and Finance
Committee of the Chamber of Commerce of Kansas City for 1961.
JOS Angeles
Six of the younger (more athletic)
aembers of the staff organized a bowlmg team participating in league cometition. Since they insist on one night
week off for this purpose they adopted
the name of "Daft's Dodgers."
lilwaukee
Milton Kuyers has been nominated
or vice president of District No. 4
of the National Union of Christian
ichools.
linneapolis
AT. & Mrs. Tang and Mr. & Mrs. James
'itt entertained the Minneapolis Office
taff and wives at the Minneapolis
vthletic Club on December 17.
Mrs. Tang and Mrs. James Pitt have
>oth been elected members of the
3oard of Directors of the Minnesota
CPA Wives' Club for 1961-62. Mrs.
Pitt has just completed her term as club
r president. Mrs. Allan Fonfara is the
new chairman of the Membership
Committee.
Yew

York

\pplause goes to three members of the
New York staff for their sponsorship
of a Junior Achievement company.
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Nicholas Kunycky, Alexander Varga,
and Richard Wiesenthal have given
quite a bit of their leisure time during
the past few months helping twenty
boys and girls in the management of
Novco, a Junior Achievement firm
which manufactures and markets ash
trays encased in leather containers. Al
Varga reports that sales are brisk with
a good backlog of orders. At a recent
board meeting, the teenage directors
discussed such business-like items as increase in sales volume, decrease in labor
and other production costs, improvement in quality control, and supplementing the present line.
Pittsburgh
Anthony E. Rapp, treasurer of the
Pittsburgh Jaycees, with his wife, was
selected to escort Mr. and Mrs. Frank
E. Agnew, Jr. to the Man-of-the-Year
dinner on January 30. Mr. Agnew, the
president of Pittsburgh National Bank,
has been designated as Pittsburgh's
Man-of-the-Year in Finance. Lou Werbaneth and Tony Rapp visited Mr. Agnew on January 25 to rehearse him for
his role at the dinner. Al Henderson,
who was treasurer of the dinner, and
Mr. and Mrs. Rapp were part of the
Host Committee for the reception for
the awardees and other important dignitaries preceding the dinner. Man-ofthe-Year was John W. Galbreath,
major stockholder in the Pittsburgh
Pirates. Attending the dinner were:
Louis Werbaneth, Joseph DiMario,
Mr. and Mrs. Anthony Rapp, and Alan
Henderson, all of the Pittsburgh Office.
This affair draws the most prominent
people in the city of Pittsburgh and
this year the attendance numbered 750.
George Jessel acted as toastmaster. The
dinner was televised over local stations.
On December 12 WCAE, a Pittsburgh
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tied for high score in one frame, and
when the management turned off the
foul lights to conserve the light bill, the
mixed couples bowling league took the
hint and adjourned to Phil Leone's
house to recoup their strength.

William W. Werntz presents gold circle pin
to Ann Scanlan on her 40th anniversary. The
girls in the office gave her a bangle for
her charm bracelet to commemorate the event.
radio station, nominated Anthony E.
Rapp to their "Who's Who in Pittsburgh" roster. This is WCAE's way of
giving recognition to individuals for
services to the community. Tony is
Treasurer of the Board of Directors of
the Pittsburgh Junior Chamber of
Commerce. Tony has also been selected
to serve as a committeeman on the
Pennsylvania Speak-Up-Jaycee Contest. In 1960, Tony was chairman of
the Pittsburgh Speak-Up-Jaycee Contest which produced the state winner.
Philip E. Leone is now a member of
the Plum Creek International Kiwanis
Club.
On January 25 William J. Simpson
spoke before the Pittsburgh Junior
Chamber of Commerce.
The physical fitness program of the
Pittsburgh Office began and ended on
the same night with the collapse of the
mixed couples bowling league of
TRB&S, Pittsburgh Chapter. When Al
Henderson's three-year old daughter
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Portland
Approximately 70 of the staff and their
wives attended the annual Christmas
party given in the home of Mr. and
Mrs. Wade Hanson. After a buffet dinner, gag gifts were exchanged and
anonymous poems read to each of the
staff.
C. Wade Hanson, as Metropolitan
Board Chairman of the Y.M.C.A., addressed an audience of 400 people at
the North Branch swimming pool opening on October 23.
The more sports-minded men in our
office have acquired a gym for one
night a week to play basketball. Enthusiasm ran quite high until after the
first night — now only the sturdier of
the staff remain.
San
Francisco
Miles Bresee was elected to the Board
of Directors of the Marinwood Home
Owners Association. Miles is also treasurer of the Association.
Seattle
James V. Mitchell is serving a term as
treasurer of the local chapter of the
Harvard Business School Alumni.
Dean D. Thornton was elected president of the King County Young Republicans Club on January 26.
Washington
The Washington Office Christmas
party was held on December 17 at the
Shoreham Hotel.
Mrs. Corlan D. Johnson is captain
of the Tower Building Heart Fund
Campaign.
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Atlanta
Newcomer—Laura Marcy, November
10 to Mr. and Mrs. Elwood R.
Dryden.

Dayton

Boston
Marriage—Richard J. Desmond
Patricia A. Delaney, January 2.

to

Chicago
Marriage—Donald Peterson to Joyce
Nyberg, January 28.
Newcomers—Jeffrey Nelson, December
12 to Mr. and Mrs. Eugene Sturgeon.
James Christopher, December 23 to
Mr. and Mrs. Carroll Ebert. Gigi,
January 14 to Mr. and Mrs. Bert
Gustafson.
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Cleveland
Newcomer—Robert William, November 29 to Mr. and Mrs. Charles R.
Clemens.
Newcomers—Laura Ann, November 5
to Mr. and Mrs. Richard E. Paulick.
Christopher Dane, November 17 to
Mr. and Mrs. Dane W. Charles. Lou
Ann, January 18 to Mr. and Mrs. C.
Dale Middleton.
Denver
Newcomer—Anne, January 14 to Mr.
and Mrs. Carleton H. Griffin.
Detroit
Newcomers—Susan Christina, December 25 to Mr. and Mrs. Richard T.
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Walsh. Daric Charles, December 29
to Mr. and Mrs. Donald 0 . Nellis.
Scott Mayer, December 31 to Mr.
and Mrs. Edwin H. Hicks. Alison
Faith, January 6 to Mr. and Mrs.
Gwain H. Gillespie. Mark Edward,
January 10 to Mr. and Mrs. Edward
A. Baumann. John Wheeler, January
17 to Mr. and Mrs. Richard A. Patterson. John Daniel, January 31 to
Mr. and Mrs. Daniel J. Kelly.
Executive
Office
Carla Michelle, December 3 to Mr.
and Mrs. Curtis Verschoor.
Grand
Rapids
Newcomer—Jeffrey Charles, November
29 to Mr. and Mrs. Richard Lamkin.
Houston
Newcomer—Kandi, January 5 to Mr.
and Mrs. Larry K. Burton.
Los
Angeles
Marriage—James L. Murdy to Mary
Kay Brunner, November 5.
Newcomer—Gary Lee, December 28 to
Mr. and Mrs. Donald D. Kay.
Management
Services
Central
Staff
Newcomer — Jennifer Ann, December
6 to Mr. and Mrs. Gordon B. Davis.
Marriage — Jean-Paul Ruff to Lois B.
Ames, January 7.
Milwaukee
Newcomers—Jeffrey Dean, November
8 to Mr. and Mrs. Kenneth Rammer.
Kevin Lee, November 25 to Mr. and
Mrs. Milton Kuyers.
Minneapolis
Marriage—Kathleen Peterson to Gerald
T. McCormick, February 4.
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Newcomers—Jonathan Blaine, January
25 to Mr. and Mrs. Harold Klose.
Karen Jean, January 30 to Mr. and
Mrs. Robert Parshall. Paul Leonard,
February 4 to Mr. and Mrs. Walter
Tiffin.
New
York
Marriages—Donald Spaeth to Jeanne
Gavin, November 26. Jack Kivetz
(former staff member) to Dolores
Luchs, January 14.
Newcomers—Paul Sherwin, January 20
to Mr. and Mrs. Arthur Michaels.
Joyce Christine, November 27 to
Mr. and Mrs. Misag Tabibian. Jean
Marie, November 28 to Mr. and Mrs.
John Gaffney. Julie, December 18 to
Mr. and Mrs. Warren Koch.
Portland
Newcomers—Daniel David, November
29 to Mr. and Mrs. Jon Morris. Cynthia Lee, January 5 to Mr. and Mrs.
Glen Goff. Catharine Hale, November 16 to Mr. and Mrs. Bob Cowan.
Rochester
Newcomer—Mark Aaron, November
11 to Mr. and Mrs. Howard Davidson.
San

Francisco

Marriage—Gerald Severeid to Marna
Nossardi, December 10.
Newcomers—Janet Elise, October 21
to Mr. and Mrs. Julius (Lou) Helvey. Lori Beth, November 1 to Mr.
and Mrs. Paul Kadden.
Seattle
Newcomers—Katherine Ann, January
13 to Mr. and Mrs. Grant M. Woodfield. Kelly Lee, December 28 to Mr.
and Mrs. Michael P. Curtis.
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